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CO Docket No. 96-128

PETITION OF AMERITECH
FOR RECONSIDERATION OR CLARIFICATION

SUMMARY

Ameritech accepts and supports the Commission'. order in every

major respect. However, the order doe. not m.ab clear the precle

timing of the special preconditions that apply only to Local Exchange

Carriers. Many pauages allow LEOs to receive the new compensation

alsoon as they are able to comply with the conditions, but a few para-

graphs seem to .y they must wait until April 15, 1997 - even ifby

that time they haw already met the conditions. Interexchange

carriel'l, ofcourse, are likely to seize upon those few unclear para-

graphs 81 excuses not to pay the new charges until the last minute,

contrary to the Congresalonal mandate. Therefore the Commission

should dispel any ambiguity and clarify that April 15, 1997, wu not

intended to be the earliest time the LEO. could receive compensation,

but the final day when the LEOs would be allowed to eomply.

Such a clarift.cation will insure that the implementation of the

order proceeds aceord1ng to the principles that underlie it. Inter

exchange carriers are required to be;in paying the new compensation

to other pay telephone owners immediately, and equivalent compensa

tion for LEO pay telephones is being held back only because the LEOs
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already collect payphone costs from interaeh'nge earriers as part of

the Carrier Common Line charge that 11 pqable on all interstate calls.

It follows that 88 soon as pay telephone costs have been removed from

the eeL, as Section 276 mandates, there Is no reason why the LEOs

should have to wait any longer for their new compensation under

Section 276 to begin. This is eapecia1ly signiflcant for Ameritech,

which had already removed its pay telephone costs rrom the eeL long

before the recent order. Indeed, a literal reading that would require

LEOs to me tariffs to remove payphone costa from the eeL c'on"

Apri115, 1997, would be nonsensical in A!neritech'. cue, since by then

its payphone costs will have already been out of the COL for nearly a

year. Plainly, the Commission meant to say that the costs should be

.removed "no later than" that date.

Accordingly, the order should be c1ari1led by IJ*if'IinB that the

phrase CIon April 15, 1997" was meant to mean Clno later than Apr1l15,

1997."

..
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FEDERAL COMMtJNICATIONS COMMlS8ION

WalbiDgton, DC 20554

In 1M matter of
Implementation of the Pay Telephone
Reelulifteation and Compensation
Provilions of the Telecommunications Act .
of 1996

CO Docket No. 98-128

PETITION Op·AMEBITECB
FOR RECONSmERATlON OR CLARlPICATION

I. Introduction

The Commillion'. Report and Order released September 20, 1996,

in the above-entitled proceeding [hereinafter the "Order"] provides for

a senalble and discerning implementation of the Congre88ional objec

tives for pay telephones under Section 276 of the Telecommunications

Act of 1996. Although Ameritech fUea the present Petition to seek

greater certainty 88 to the timtnr ofthe compenaation plan established

by the Order, Ameritech accepts and supports the Order in every other

. respect. In particular, Ameriteeh is gratUled to thLd that the Commis

lion did not adopt the NPRM'. tentative conclusion that no per-eall

..
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compensation need be eltablilhed for presublCribec1 "0+" ealls1 and

pleued that it hu allowed BOCs to participate freely in the seleetion

ofboth interLATA and intraLATA presub!C1'ibed camers at their pay

telephones.' These tulInp take important steps to1vard restoring BOC

payphones to an equal statuI with their competitors.

In addition, In providing for the deregulation of the local coin

"drop rate," the Commission has recognized. that monopoly pricing of

pay telephone I8!'Vices may still result from various market taUures,

particularly locational monopolies.' The Commiuion should continue

to pay close attention to the iuue ofexc1uaive pay telephone arrange

ments at significant premises. Indeed, the Commission has already

1 SM Order at 1r 71.

II At one point (Order at 1t 240), the Commiujon statu that it declines to
place any reltrictioDi on the BOC,' ability to -negotiate for the 1I1actin1 and
coDtractini of'intraLATA carr11r1 prelUblCribed to theh- payphones." Ameri
tech IUg8lIta that "intraLATA" muat be a typopaphical error at this point
and that "interLATA" ".. intended, since the rest of , 240 dull only with
interLATA carrier Hlecti01l and thellibject ofintraLATA carrier selection ia
dealt with leParately in ft 269-262.

• Thus, u an aam,ple of IUCh a market failure, the Commiuion de
ICribed the cue where the "iii, or the location with lin exclUllve PaP con
tract or the ca1ler'.lack or time to identify pobmtil1lUb1titute pa,phonel"
allows a pay telephone provider "to chsrp an inflated rate 0111oca1 ca11s
baed OD itl m.onopoly" (Order at ~ 59).

-2-
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maelted that statea should take action in such cues." Ameritech sub·

mits that where the ltates do not act, the CommJ.ssion should do 80

itself. For example, the use ofexclUBive-dealing pay telephone con·

tracts is widespread, in wbich a pay telephone owner requ1reI the

owner of the premises to promise to exclude all competitors' pay.

phones. Such arranpmente binder th~ operation of the marketplace.

The Commiyion should deal decisively with this problem by declaring

that pay telephone owners who eontinue to do business in this exclu

sionary manner will not remain eliJible to receive the compensation

established under Section 276.

Such questiOIlll can ofcourBe be dealt with in future stages of

implementation, and need not be taken up in connection with the

September 20 Order. That Order does, howner, u already mentioned,

need immediate clariftcation as to the timing of its implementation,

which is the primary focus or this Petition.

4. "In addition. under <Nl' defeculatory, msrket·bued approach, when
Itatu have CODcerDI about poIIible market failures, IUCb u that ofpay.
phone 1ocatiou that char..monopoly ratII, they are empowerecl to act by,

. for aample, mandati!J1 that additional PaP, be allowed to provide pay
phonel, or requiring that the PaP IICm'e ttl ecm.tract throqh a competitive
biddiDl proceu that 8n8\U'U theltrnlt pouible rate tor eallers. It (Order at
161)

..
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n. LEO. MayB"To Colleot Flat-Rate MonthlJ
CompeuatloD .. Soon u They Are In CompUance.

For everyone except LEOs, the compensation plan established by

the Order takes effect thirty days after publication in the Federal

BegiIter (i.e., the plan w1ll be efFective on Nowmber 8,1996). ThUll

the interim IXC C01DpeDll.t1on for~hone calls of $415.8& per phone

per month 11 payable "beg1Dnlng on the effective date of the roles

adopted in this proceeding and endiDg one year later. Itl But Para-

graph 125 ofthe Order estabU,hes a special rule for.LECs: ccpSPs that

are amliated with LEO, will not be eligible for this interim compensa

tion until the 1!rst day following their reelallitleation and transfer of

payphone equipment along with the termination of subsidies; as

diBcuned. below."'

It is mdent that the reaaon for this dift'erence is that until now,

interezehange carriers have been paytag the BOCs' payphone colts as

part of the BOe acceel chargel that apply to all toll calli (i.e., not just

toll calla from payphones), and thus they would seem to be paying

twice for the .same t:hinr if the new $45.815 became payable before

SOrder at , 119, U amendec1 by the Errata ofSept. 27, 1996.

• Order at ~ 125, .. BmlDd.Ic1 by the Errata orSept. 27, 1996.

..
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payphone com had been removed from access charges. However, from

this it follows that once thOle colts have been removed, the $415.85

should commence immediately.

Paragraph 125 does not refer to any specific date, and thus clearly

means that LECs can claim the $45.85 as lOon as subsidies have been

removed, whenever that might be accomplished. Ho'Weft!', Paragraph

870, one of the ordering ClaUBe8, unfortunately appears to contradict

Paragraph 125 by declariDg that the interstate tariff filiDg necessary to

remove payphone COItI from interstate acceu charges must be filed

"on JanWl1'Y 115, 1997, to he e&Jcti.ve Aprll15, 1997." Similarly, Para

graph 888ltates that "local exchange carriers SHALL RECLASSIFY their

payphone assets and related expenses to nonregulated status on

April1l5, 1997."

Ameritech does not believe that the Commilllon intended Para

graphs 368 and 870 to prevent the BOCs from becoming eligible to

receive the $45.85 lOaner than April 15, 1997. AI, already noted, such a

reading confJicta with Paragraph 125, which obviously permits flat-rate

compensation to begin earlier.' Furthermore, there is no valid policy

, In aclc1ition. Parapaph 870 don not track with Parapoaph 183, whieh
_ys that theIe tarift'8:muat b. ftJlCl-no later thaD" J1J1UU'115, 1997, rather
than on that date. AlIo, in the open1q pages, the CommiMlon ltatel that

(Footnote Continued ...)
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reasoJl that would require the LEOs to wait until nm Aprll15 if they

are able to comply earlier. Section 276 allows the Commission only

nine months to "take all actions necessary" to establish the pay tele

phone compensation plan. In response to the Congressional sense of

urpncy, the CommfMion acknowledges in the Order that its goal has

been to "provid[e] compensation to PSPs II soon as practicable.'" For

these reasons it is plain that LEe compensation should begin al soon

aspouible.

Furthermore, Ameritech's own case shOWl that the Commission

could not possibly have meant to delay the removal ofpayphone costs

from the COL until April 1997, sinee Ameritech already removed those

costs in May 1996 IIpart ofthe initiatives it took in 1995 to reform its

payphone rate structure well in advance of the new legislation. On

March 5, 1998, pursuant to a waiver ofthe Part 69 rules,' Ameritech

(Footnote Continu.ed .••)

the removal ofpayphoDe aubltdiee it being done ICU lOOn u it is practicap

ble," rather than on BY apeaific day. Order at , 4.

• Order at , 126.
• In re Ameritech OperatinJ Companiu Petition for Waiver ofPm 89 or .

. the CommlJlicm'. Rulu To Beltruotun Ita Betel To Establish a Pay Tele
phone Ute Fee Rate Element [1tc.],Order ofthe Chief, Common Carrier
Bureau (released March 1, 1996) [hereinafter cited u "Ameritecb Payphone
Waiver"].
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fUed a federal tariff imposing a per-call charge 011 interucbange

carriers tor payphone calls and making a corresponding reduction in

the interstate access charges paid 011 all calls.tO That tariffwas allowed

to go into effect on Kay 24, 1996. Ameritech also filed to establish

,i,mi1ar pay telephone charges in its five statel, proposing correspond

ing reductions in intrastate carrier acceBS charges where necessary.11

The Ameritech taritted per-eall payphone charge is not the same as

the new charges under Section 276.11 But the steps that were taken by

10 The rutructurlng wu required to be "revenue DeUtral." meezdnc that
the revenuu ruliled from the new per-eaU fee bad to be the lBme .. the
revenue. fO:lOJ1e &om the rec:luction in eCL acesl. charges. 8e Ameritech
Payphone Waiver. supra. note 9, at 11 32, p. 38.

11 In reprd to intraltate "lUbaidi.." the Commiuion laYS, "We require,
punuant to the mandate ofSection 276(b)(1)(B). incumbent LEe. to remcm
from their intrutate ratll any cbarPI that recover the coati ofpayphonea.
Reviled intrutate ratet must be effective no later thm April 15, 1997....
State. must determine the intrastate rata elements that must be removec1
to eliminate any intrutate IUblidi..within th1a time frame." (Order, 11 186)
However, the Commiuion laY' e1lewhere (ft 50, 60) that for the firlt year.
"statH may ccm&ue to set the local coin rate in the same manner u they
currently do." Ameritecb auumes that tbeae proviaionll are not inconaietent
and that the only intrutate "lUbaidi." that must be removed bef'ON
Aprtl15. 1997. are thoae that are unrelated to the local coin rate - in other
word" that the BUb.eli. paid by ]XC. u part of ICCIU chargu must be
elimiuated before the MS.85 interim com.pmatton tat. eff'eet, which of
COUl'II8 only mabll8Ml,lince it is the !XC. who will be peying the $45.85.

11 For one Will. the measuring and billing of the Amtritech charp was
done by Ameriteeh. iD8te8d otunder an !XC se1t-report.inJ syltem as now re
quired by the Comm1Iaicm iD itl Order. MONOVer, the Am.eriteeh. charp was
let forth in an lndj:Yidual cerrier'. taritf, while the pa,phOl'le compeDlation

(Footnote COntinued .•.)
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--

Ameritech at that time to remove payphone coati from &eeell charges

were virtually the same 81 thOle now being required ofall BOCs as

part of the new compensation plan.1I Indeed, the main original

purpose of the waiverwu to allow Ameritech "to remove payphone

costs from [its] originating and terminating carrier common line

charges and to recover these colts from !XC. on a per-call basis ...".u

The reduction in acceu charges was accomplished as part of the same

tariff change that imposed the taritfed per-eall payphone charge.

Accordingly, there is no need for Ameritech to make the.tariff

1DiDg that the order requirea to reduce the eCL chargel' beeause that

step has already been taken. Ofcourse Ameritech will need to file a

(Footnote Continued ...)
ratel under Section 276 are bema preacribed by the Ccmmfuion u a uni
form. rate applicable to all payphcme owners.

11 The only exception iI that in March 1996 Ameritech did not anticipate
that the Commiuion would require the coItI oftbel00pe connect1DI pay
phones to the network to remain u part ofth, network; .ee Order at , 159.
Thul the only difference between what Ameritech did in March and the CCL
rett:ucture that ia now required under the Order ill that Ameritech removed
too much from 8CCe.1 charps. In an upeomtnC ta!ift'ftlinC Ameritech will
restore thole loop costs to pneral acceu char....

14 Alneritech Payphone Waiver, ,upra Dote 9, at' 26, pp. 30-31.

11 The Order (at' 188) statu the requirement in these words: "Ther&
fore, we conclude that incumbent LECI must IDe reviaed CCL tariffl with

. the OoJmDQD Carrier Bureau DO later than Jamury 15, 1997 to reduce their
interstate eCL charp. by 1ft amount equal to the. intel'lltate allocation of
payphone COlts currently recovered through thOle char..., lCheduled to take
effect AprU 15, 1997."

.. 8-



coDoell« 96-118

tarlffto nmovethe eziItlDIAmerlteeh per-call charp to the extent it

duplicates the compenu.tion on calli that are included in the 145.85

flat rate.1&' However, the approval otthat tariff'will be a merely mini

sterial act,17 compared to the complezity ofcoDlidering a tarifftbat

seeks to remove payphone coati for the first time.l' Therefore Ameri

tech intenda, when it submits ita tariffreviI1on, to uk that that it be

made efl'eetive upon no more than 45 days' notice, rather than the 90

day review period that IIeelDS to be contemplated in the Order.

m. COD.c1ualOD

Section 276 allows the Commission only nine months to "take all

actions necessary" to establish the pay telephone compensation pIan,

1. As provided in the Ordar (t 125 and App. D, , S), the $46.86 11 in
t4mded to reprtIInt com.penatlon for cHe1-a.round and "800" calIs, while the
Ameritech tarift"ed per-aa11 charge appl1. to thole caUl aDd pretUblcribed
"0+" .. well. AccorcJiDIly, Ameritech will propoII8 to retain ita a:iItinJ
tarift'ed charae f'or prwu.becribed ·0+" until the ineeptioa of the nat 1taIe.
ofthe oompenaation plan., '.1., the 85f charp that will apply after inter
exchanp carrlml deftlop their tracldDI capabilities.

IT In addition tbiI ftUnI will mc:reue acceu char.. aliIhtly to reflect
the return ofloope to network COItI; ,. note 18, mpre.

II Ameritech'. CeL recluctiOD .. propoI8d in March 1996 and a11owec1 in
May wu required to be "revenue neutral, It .." notI10 AP1fI,. ThUi there

. was no lnceDtlve on the part ofAmeritech to UDdvatate the pa;yphone coati
to be remcmKl ftom the COL, Dee ID1 auch~would1DIftly
have ruulted in a lower per-e81l payphcme ebarp. Accordi!1I1Y, the earlier
computation ahould be accepted .. acearate for preI8I1t purpoI8l.
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end in reaponse the Commission hu sought to "proWl[e] compen

lation to PSP. u 100ft ..practicable." TheIe objectives would be

compromised ifthe Commission's Order is interpreted to require the

LECs to bide their time waitinl until AprillS even ifall the Commis

lion's conc1ltiona have already been met. Nevertheless, at least some

interachanp carriel'I will1nlilt on such an owr-literal readinB of the

Order, 10 the Commission should rule unequivocally that LEOs need

not wait. This can be euily and s1mply accomp1iahed 'by changing "on

Aprll 15, 1997" to "no later than April 15, 1997" in Paragraphs 868

and 370 of the Order. Ameritech Ul'pl the Commission to make that

chanp.

Reapectfully submitted,

~7J~
ALANN. BADI. ~ .
Attorney fOr Ameriteeh
2000 West Ameritech Center Drive
Hoft'man Estates, It 80196
(841) 248-4878

October 21, 1998
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